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ABSTRACT 
 
Fair value accounting for financial liabilities poses unique challenges due to the unavailability 
of prices in the open trading market for most liabilities. Typically, valuations require 
estimations and adjustments to meet entity-specific measurement requirements. This gives 
rise to the risk of measurement error. The reliability of financial statements could be 
compromised due to the high degree of estimation involved. This research investigated the 
extent of financial liabilities measured at fair value in the South African banking sector, in 
the absence of quoted market prices, including a review of compliance with disclosure 
requirements of International Financial Reporting Standards.  
 
The sample for the study included all banks listed on the Johannesburg Stock Exchange, 
where publicly available financial statements were used as a source of information.  
Financial liabilities measured at fair value were analysed to determine the extent of where 
quoted market prices were not available for the valuation of these financial liabilities. As part 
of the research methodology, a disclosure checklist was completed to evaluate the level of 
compliance with International Financial Reporting Standard (IFRS) 13 and International 
Financial Reporting Standard (IFRS 7) disclosure requirements. 
 
The research revealed that financial liabilities form a significant portion of banks’ liabilities. 
These financial liabilities were measured either at amortised cost or fair value, the latter 
accounting for 14% of the total financial liabilities measured. The research shows that fair 
value measurement for financial liabilities requires a high level of estimation due to the 
unavailability of price information of most liabilities in the open market. The use of fair value 
in measuring financial liabilities was found to be significant in the South African banking 
sector and compliance with disclosure requirements was high. Compliance with IFRS 7 
requirements was found to be generally high. 
 
This research could be useful to investors and other users placing reliance on financial 
statements as it sheds light on the prevalence of financial liabilities measured at fair value 
categorised under Level 2 and 3 input hierarchies, which may lead to reliability issues due 
to a high degree of estimation.  
 
 v 
 
The research also showed that there are opportunities for standard setters and regulators 
to improve disclosure requirements for the Level 2 hierarchy measurement category.    
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1. CHAPTER 1 - INTRODUCTION 
1.1   Background  
In terms of International Financial Reporting Standard’s (“IFRS”) requirements, liabilities are 
recognised and measured under various financial reporting standards including, for 
example, International Accounting Standard (“IAS”) 37: Provisions, Contingent Liabilities 
and Contingent Assets, IAS 39: Financial Instruments: Recognition and Measurement, IFRS 
9: Financial Instruments and IFRS 2: Share-based Payment, amongst others.  Comparison 
of these standards shows different measurement techniques prescribed for different 
liabilities, and that different measurement models are applied for financial and non-financial 
liabilities.  
 
This research investigates the extent of fair value measurement for financial liabilities using 
valuations based on other than quoted prices. For these financial liabilities, it also 
investigates the level of compliance relative to the disclosure requirements of the IFRS for 
banks listed on the Johannesburg Stock Exchange (“JSE’’). Previous studies on this topic 
have been conducted in other countries, however, there is no such research in the South 
African context. This study therefore explores the South African perspective, specifically 
within the banking sector. The findings by other researchers suggest that financial liabilities 
measured at fair value are more prevalent in the banking sector when compared to, for 
example, manufacturing industries, and therefore this study would be more relevant within 
that context (Chouinard & Youngman, 2008).     
 
According to the United States Securities Exchange Commission (2008), liabilities 
measured at fair value were prevalent in broker-dealers and banks. Liabilities measured at 
fair value accounted for 15% of total liabilities and there was evidence of an increasing trend 
towards measuring liabilities at fair value from 2006 to 2008. Of these financial liabilities in 
banks, only 10% were valued using quoted market prices for similar liabilities (known as 
Level 1 fair value hierarchy in terms of IFRS13: Fair Value Measurement.). The comparative 
amount for broker-dealers was 20%.  
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In the Canadian banking sector in 2008, 36% of financial liabilities were measured at fair 
value, of which those classified under Level 1 were less significant than those classified 
under Level 2 of the fair value hierarchy. Level 2 measurement hierarchy is based on 
observable inputs that are adjusted to meet entity specific requirements whereas level 3 is 
based on inputs that are not available in the open market (IASB, 2011a). Instruments for 
Level 3 accounted for relatively small holdings (Chouinard & Youngman, 2008).   
1.2  Research problem 
There are a number of challenges when it comes to fair value measurement of liabilities. 
These have been identified as i) fair value measurement estimates, ii) disclosure compliance 
and iii) effects of own credit risk on fair value measurement.   
Fair value measurement estimates 
Level 1 measurements are based on quoted prices or prices available in the active market 
and these are more reliable as there is no need to adjust the existing quoted values. Where 
no quoted prices are available, Level 2 estimates require adjustment of the quoted prices 
for observable inputs in order to meet firm valuation requirements. In the absence of the 
preceding, Level 3 inputs, which are based on unobservable market data, must be used for 
valuation purposes where there is no active market for the instruments (IASB, 2011a). Both 
Level 2 and 3 inputs require management assumptions and estimations, which inherently 
expose these valuations to measurement error. The problem is, however, more pervasive 
for Level 3 inputs due to the high degree of unobservable inputs being used in the fair value 
measurement (Landsman, 2007). 
In accordance with Green (2015), Level 3 fair values are unique insofar as the subjective 
assumptions necessary to arrive at the fair value are based on unobservable inputs. In line 
with the Financial Accounting Standards Board (FASB) glossary, unobservable inputs are 
defined as “market data that are not available and that are developed using the best 
information available about the assumptions that market participants would use when pricing 
the asset or liability” (FASB, 2014; 7).  
There is a high level of subjectivity involved in measuring financial liabilities at fair value 
where there are no observable inputs and/or illiquid markets (Green, 2015). This makes the 
task difficult to perform due to judgements involved in the use of estimates which may distort 
the fair presentation of financial statements (Green, 2015). 
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Depending on the valuation method, inputs can include the future estimated cash flows 
expected to flow from the asset or liability, the expected life of the asset or liability, the cash 
discount rate or the risk return rates (Zyla, 2013). This judgement and estimation can affect 
the reliability of financial statements. For example, in applying fair value measurement, 
Enron Ltd used discretion and subjectivity required by fair value measurement to inflate the 
value of assets on the balance sheet, which in turn suggested that the firms had greater 
economic benefit than their operations indicated (Green, 2015).  
If investors and other stakeholders are to have confidence in the valuation technique used, 
it is imperative that financial statement preparers demonstrate the credibility of their 
valuations by disclosing information about their valuation processes and monitoring controls 
(Chouinard & Youngman, 2008). This is done mainly by providing users with information 
regarding the valuation techniques, inputs and assumptions through adequate disclosure, 
which is discussed hereafter. 
 
Disclosure 
At all measurement levels, there is the possibility that preparers of financial statements will 
use internal information to their personal advantage by manipulating the information that 
they disclose to the markets. Financial statements could therefore be unreliable (Landsman, 
2007). Without adequate disclosure, investors and other users of financial statements may 
not be able to rely on management valuations for financial liabilities. In the case of Level 2 
inputs, users of financial statements should be provided with adequate information to 
determine which assets or liabilities are used as a basis for comparison. In the case of Level 
3 of the hierarchy, users of financial statements should have information for all inputs 
(Landsman, 2007). IFRS 13 disclosures are intended to explain to users in detail the 
valuation inputs used in fair value measurement (IASB, 2011a). 
 
Hodgdon, Tondka, Harless and Ajay (2008) argue that meeting IFRS measurement 
requirements alone, without full disclosure compliance, limits the effectiveness of standards. 
As an example, forecast errors have been found to be positively related to non-compliance 
with IFRS disclosure requirements (Hodgdon et al., 2008). 
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Effects of own credit risk in fair value measurement of financial liabilities 
Fair value measurement is driven by various inputs including credit risk. This becomes more 
subjective when the price of the liability is not available on the market (Ronen, 2012). Credit 
risk is defined as “the risk that one party to a financial instrument will cause a financial loss 
for the other party by failing to discharge an obligation” (IASB, 2010a, B5.7.13). In the case 
of liabilities, this is the risk that the debt issuer may fail to settle the liability when if falls due.  
 
There were concerns that the income statement effects of the valuation impact of own credit 
risk were counterintuitive. This is because financial statement users could misinterpret fair 
value gains as positive signals and fair value losses as negative signals. When own credit 
risk deteriorates, a gain is reflected in the profit or loss statement; this could be construed 
as a strong performance indicator (Gaynor, McDaniel & Yohn, 2011).  The International 
Accounting Standards Board (“IASB”) responded with an amendment in IFRS 9: Financial 
Instruments requiring fair value gains as a result of own credit risk to be reflected in other 
comprehensive income to address this accounting counterintuitiveness. The result of this is 
that unless it would create or enlarge an accounting mismatch, the gains and losses on that 
liability due to own credit risk, would be presented in other comprehensive income, outside 
of profit or loss (IASB, 2010a). 
1.3 Research problem 
The research problem focuses on a number of challenges regarding the fair value 
measurement of liabilities. These challenges have been identified as i) fair value 
measurement estimates, ii) disclosure compliance and iii) effects of own credit risk on fair 
value measurement.   
1.4   Objectives of the research 
The objective of the research is to determine the relative size of financial liabilities measured 
at fair value where observable inputs do not exist for banks listed on the JSE. The research 
also analyses disclosure compliance with the requirements of IFRS 13 and IFRS 7.  
 
The preceding section identifies three issues in respect of fair value accounting for financial 
liabilities, namely, measurement where inputs are not observable; related inadequate 
disclosure limiting the reliability of the measurements; and the counterintuitive effects of own 
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credit risk. The research aims to investigate the extent of the application of fair value 
measurement and compliance with IFRS disclosure requirements in reporting of financial 
liabilities by banks.  
 
In achieving the research objective the following research questions are addressed: 
• What is the extent financial liabilities measured at fair value in the financial statements 
of South African banks listed on the JSE?   
• What are the levels in the hierarchy for measurement inputs in respect of financial 
liabilities measured at fair value? 
• What is the level of compliance with disclosures required by IFRS13 for financial 
liabilities? 
• What is the level of compliance with disclosures required by IFRS 7, including own 
credit risk for financial liabilities? 
1.5   Motivation of the research 
This research is motivated by the issues that arise, as discussed above, due to the 
complexity in measuring financial liabilities at fair value and the fact that markets are not 
available for most liabilities. Reliability becomes an issue upon measurement of financial 
liabilities at fair value because there are many assumptions made in determining the fair 
value. This could equally affect the consistency and comparability of financial reporting. The 
research investigates the extent of fair value measurement for financial liabilities and 
disclosure compliance in line with the requirements of IFRS for measuring financial liabilities 
in practice for South African banks listed on the JSE. The research will be useful to investors 
and other users placing reliance on financial statements as it sheds light on the prevalence 
of financial liabilities other than measured through quoted prices, which may lead to reliability 
issues that may arise from a varying degree of estimations.  
1.6   Research design and methodology 
A content analysis research methodology is employed to determine the extent or prevalence 
of applying fair value accounting to liabilities (Mast, Mamunur, Muhammad & Mohammad, 
2013) as well as the extent of valuation methodologies that inherently incorporate estimation 
risk (i.e. Level 2 and Level 3 valuation inputs). This is done through quantitative analysis of 
liabilities in financial statements of banks listed on the JSE (Saunders, Lewis & Thornhill, 
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2012). This analysis focuses on the extent of fair value accounting for financial liabilities in 
financial statements. In addition, an investigation is conducted of compliance with disclosure 
requirements prescribed under IFRS for measuring fair value of financial liabilities. The level 
of compliance with disclosure requirements in the fair value measurement of financial 
liabilities is analysed against IFRS requirements using a disclosure checklist.  
  
 7 
 
1.7   Outline of chapters 
Chapter 1 - Introduction 
The chapter outlines the background to the study and introduces the research problem and 
objectives. It sets out the purpose of the study which is to determine the extent of fair value 
accounting for financial liabilities in financial statements and to investigate the level of 
compliance with disclosure requirements prescribed by IFRS. 
 
Chapter 2 - Literature review 
The focus of this chapter is to review existing literature on the extent and approach to 
applying fair value accounting to financial liabilities in the banking sector and to investigate 
the level of compliance with disclosure requirements prescribed by IFRS. Literature 
applicable to fair value accounting for liabilities is critically analysed to provide the 
foundational dialogue on the topic. 
 
Chapter 3 - Research methodology 
The chapter includes an explanation and motivation of the research method used, namely, 
quantitative content analysis. Financial statements for JSE listed banks are used to collect 
the required data for analysis.  
 
Chapter 4 - Results and analysis of results 
The results of analysing the extent of the application of fair value accounting to financial 
liabilities and the level of disclosure compliance with IFRS in financial statements of JSE 
listed banks are explained in this chapter. 
 
Chapter 5 - Conclusion and summary 
This chapter draws conclusions on how the objectives of the research were met in the 
process of addressing the research problem. A summary of the research is then provided. 
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2. CHAPTER 2 - LITERATURE REVIEW 
2.1   Introduction 
The objective of the chapter is to review previous research on the topic and then to discuss 
specific aspects regarding the fair valuing of liabilities. These aspects include the fair value 
hierarchy, disclosure requirements and effects of own credit risk. The objective is achieved 
by reviewing IFRS literature, academic journals, articles and other literature. In this chapter, 
the various IFRSs, which prescribe the accounting treatment of financial liabilities measured 
at fair value, are introduced and discussed. The focus is on the IFRS requirements including 
identification and classification of financial liabilities measured at fair value; recognition 
criteria; initial measurement; subsequent measurement and disclosure. Academic articles 
and prior research on the fair value of financial liabilities are referred to.  
2.2   Prevalence and measurement approach to fair value accounting in the banking 
sector 
Prevalence of fair value accounting is high in the banking sector (Prochazka, 2011). Most of 
the research on the reliability of fair value accounting focuses on financial institutions, since 
their business largely consists of financial assets and liabilities (Landsman, 2007). 
 
According to a 2008 study by Chouinard and Youngan (2008) for the bank of Canada, 36% 
of financial liabilities were measured at fair value. Of these, liabilities classified under Level 
1 were less significant than those classified under Level 2 of the fair value hierarchy. For 
instruments measured at Level 3, although accounting for relatively small holdings, they 
were nevertheless responsible for a large share of the overall write-downs stemming from 
declines in market values due to the volatility from a high degree of estimation.. 
Corroborating the above findings is research done by the United States Securities Exchange 
Commission (2008), which revealed that liabilities measured at fair value accounted for 15% 
of total liabilities of banks. In the United States banking sector, the percentage of liabilities 
at fair value as compared to total liabilities almost doubled in comparison to other industries 
from year-end 2006 to 2008. This points to an increasing trend in banks to measure liabilities 
at fair value. Banks’ financial liabilities were predominantly at Level 2 whereas Levels 1 and 
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3 accounted for a relatively smaller portion (United States Securities Exchange Commission, 
2008).  
2.3   IFRS standards covering fair value measurement of financial liabilities 
Fair value of financial liabilities is governed by specific accounting standards as issued by 
the IASB. IAS 39 and IFRS 7 currently govern the accounting and disclosure of financial 
liabilities.  IAS 39, however, is being replaced by IFRS 9, which became effective on 1 
January 2018, for which earlier adoption is permitted. When standards require fair value 
measurement, IFRS 13 applies.  
Transition from IAS 39 to IFRS 9 
IAS 39 sets out the requirements for classifying and measuring financial instruments. 
However, IAS 39 is a rule-based standard and many users of financial statements requested 
the IASB to reformulate this standard to simplify accounting requirements for financial 
instruments (IASB, 2010a). 
 
The IASB made a decision to transfer the requirements of IAS 39 for financial liabilities 
directly into IFRS 9, except for the requirement which related to measuring financial liabilities 
at fair value, particularly the effect of credit risk. IFRS 9 established new rules for the 
accounting and presentation of changes in the fair value of an entity’s debt when this is 
measured at fair value (IASB, 2010a). When an entity’s credit quality deteriorates, the value 
of its liabilities is reduced; if those liabilities are measured at fair value, a gain is recognised 
in profit or loss and the opposite also follows the same pattern. According to IFRS 9, 
gains/losses in the fair value of an entity’s own credit risk should be recognised in other 
comprehensive income rather than in profit or loss (IASB, 2010a). Due to the fact that IFRS 
9 is only effective for annual periods beginning on or after 1 January 2018, JSE listed banks, 
which constitute the sample of this study, have applied IAS 39 for the financial statements 
that form the content analysis of this research. In summary, the requirements of IAS 39 and 
IFRS 9 in this regard are largely the same with the exception of the own credit risk 
component.  
Broadly, IFRS 13 was introduced to ease the inconsistency of information in respect of how 
to account for valuations according to fair value accounting and to clarify measurements and 
disclosure objectives. This is a single set of rules for all fair value measurements. Another 
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objective of IFRS 13 was to increase disclosure requirements concerning fair value 
measurements in order to improve transparency relating to valuation methods. Furthermore, 
there was a goal to reduce the complexity of the definitions of fair value to clarify it for 
intended users (Yarnold & Ravlic, 2014). 
2.4   Identification of financial liabilities 
Financial liabilities are deemed to exist where there is “a contractual obligation: (i) to deliver 
cash or another financial asset to another entity; or (ii) to exchange financial assets or 
financial liabilities with another entity under conditions that are potentially unfavourable to 
the entity” (IASB, 2011c, par 11). IAS 32 gives clear guidance on defining a liability and other 
guidance on differentiating financial liabilities and equity where features falling out of the 
definition of a financial liability qualify an instrument as equity (IASB, 2011c). 
2.5   Recognition 
A financial liability is recognised in a reporting entity’s statement of financial position when, 
and only when, it becomes part of contractual provisions of the instrument (IASB, 2009a). 
However, due to the loan commitment exclusion, loans recognised at amortised cost are 
normally only recognised when the loan transaction occurs (IASB, 2009a). 
2.6   Initial measurement 
In accordance with IAS 39, financial liabilities are initially measured at fair value. If the 
financial liability is not at fair value through profit or loss, then transaction costs should be 
deducted. The assumption is that fair value approximates transaction price and this differs 
in limited circumstances, normally when it is not an arm’s length transaction (IASB, 2009a). 
2.7   Classification of financial liabilities 
Financial liabilities are categorised under amortised cost using the effective interest method, 
apart from financial liabilities at fair value through profit or loss (IASB, 2010a). As discussed 
earlier, the principles around accounting for financial liabilities were principally transferred 
from IAS 39 to IFRS 9.  
 
IAS 39 allows entities an option to designate a financial liability at fair value through profit or 
loss. This option is elected if it eliminates or reduces measurement inconsistency 
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(accounting mismatch) or if the financial liabilities are managed on a fair value basis in 
accordance with an entity-specific strategy (IASB, 2009a). 
 
One key issue relating to the subsequent measurement implications, where classification is 
at the fair value option for financial liabilities, is the impact of changes to the fair value of an 
instrument due to changes in the entity’s own credit risk. This necessitates disclosure in 
other comprehensive income to address issues around accounting mismatchs. 
2.8   Subsequent measurement 
Subsequently, financial liabilities at amortised cost are recognised using the effective 
interest method or fair value which is measured annually , with changes recorded in  profit 
or loss (IASB, 2009a). The study focuses on the relative size of applying the fair value 
measurement for JSE listed banks and related IFRS disclosure requirements. 
2.9  Fair value measurement  
The IASB endeavoured to issue a standard which would enhance consistency and provide 
guidance on considerations for fair value accounting, namely, IFRS 13. The IFRS contains 
explanations on how to measure fair value for financial reporting purposes. The standard 
does not require fair value measurement techniques different to those that are already 
prescribed by other IFRSs. In essence, IFRS 13 defines fair value, sets out to determine in 
a single standard incorporating a framework to measure fair value and establishes 
disclosures about fair value measurements. 
 
The notion of ability to transfer a liability, as suggested in the definition of fair value under 
IFRS 13, is critical (IASB, 2011a). Often, the ability to transfer a liability is restricted and the 
terms upon which such a transfer could be made are unclear. Normally, there is no 
observable market data that can be used to derive the fair value. In these circumstances, it 
is unlikely that there would be an open, active and orderly market for such liabilities. In 
addition, there are seldom quoted prices available (Level 1 inputs) for liabilities, therefore 
significant Level 2 and 3 inputs would typically be used for measurement (Landsman, 2007). 
Reliability therefore becomes problematic because of the difficulties highlighted.  
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Various valuation techniques are applied in the absence of Level 1 inputs (IPSASB, 2012). 
Valuation techniques used in accordance with IFRS 13 require significant use of appropriate 
observable inputs, if available. Unobservable inputs can only be used in the absence of 
observable market inputs. The inputs should nevertheless be aligned with the inputs a 
market participant would use when determining the price of the asset or liability (IASB, 
2011a). 
 
The measurement challenges are primarily related to liabilities that have no observable 
inputs (Landsman, 2007). To compound these difficulties, fair value is influenced differently 
in liquid and illiquid markets. In liquid markets, it is more straightforward to determine the fair 
value rather than in an illiquid market. Even active markets are not perfect and therefore not 
always fully liquid, hence the available prices may not be totally in line with hypothetical 
market prices that would exist in a perfect market (Plantin, Sapra & Shin, 2008).  
 
Many authors have made comments on the application of fair value where Level 1 inputs 
are not available. These could be easily manipulated and are difficult to verify. This is 
because of the subjectivity involved in coming up with risk adjustment factors and other 
variables that may influence the fair value (Landsman, 2007; Plantin et al. 2008; Ronen, 
2012; Rawley & Benton, 2011). 
2.10 Measurement techniques 
In the absence of quoted prices, there are different measurement techniques which are 
prescribed by IFRS 13. The standard requires an entity to measure fair value of a liability 
using a variety of approaches, namely, market-based, income-based or cost-based, as 
discussed below. 
 
Subject to availability, the entity may make use of a quoted price in an active market for the 
identical instrument held by another party as an asset (IASB, 2011a). The market approach 
can also make use of similar liabilities held by other parties as assets for measurement. This 
approach is based on the principle of substitution where available information on similar 
assets and liabilities is used (Catty, 2012).  In instances where this price is not available, an 
entity would use identical assets that are not in an active market, with appropriate 
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adjustments for observable inputs. If this data is still not available, then an entity should 
employ other techniques (Catty, 2012).  
 
The income approach is applied as a measurement technique where market-based 
valuation techniques are impractical due to lack of information (Catty, 2012). This method 
is used to value an instrument or company based on the amount of income the instrument 
or company is expected to generate in the future i.e discounted future cash flows. There are 
some important factors that should be considered when applying this valuation technique. 
The participant in the market may consider either i) future expected cash outflows to settle 
the liability or ii) the amount that they would collect to enter into or issue an identical liability. 
This would be based on expectations used by market participants to determine the price of 
an identical item in the primary market for issuing a liability with the same contractual terms 
(IASB, 2011a). These estimations by management give rise to potential measurement error 
and manipulation of the fair values, thereby resulting into reliability limitations of the valuation 
method (Chea, 2011).  
 
The historical cost approach represents the price that would be required to currently replace 
an instrument (IASB, 2011a). 
2.11  Credit risk 
As discussed previously, credit risk is vital in the measurement of fair value for financial 
liabilities. Credit risk is a key driver of financial liability fair values and also the main driver of 
non-performance risk. This is the risk of defaults on payments that have to be received by a 
customer (Bischof, 2009). Credit risk can change due to changes in, inter alia, the value or 
the risk of a firm’s assets, and due to changes in financing risk or leverage (Barth, Hooder, 
& Stubben, 2008). Credit risk therefore can be highly volatile year on year, which means 
that the influence of an entity’s own credit risk on the net income is also variable. This can 
lead to a very volatile reported income number (Wissen van Veen, 2011).  
 
The fair value of a liability must take into account credit risk, including the entity’s own credit 
standing (IASB, 2011a). How management intends to settle it, or the amount that might be 
paid to counterparty for extinguishment, has no influence on fair value. This only reflects 
market participants’ estimates of the discounted future cash outflows, adjusted for 
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uncertainty (Catty, 2012). The fair value of a liability is determined under the transfer 
concept, which includes non-performance risk. The basic premise is that the liability exists 
until maturity. Thus, any difference between fair value and the settlement amount is not 
recognised until extinguishment (Catty, 2012). 
 
If measurement of a financial liability does not consider adjustments as a result of non-
performance risk, then it does not meet the requirements of fair value. This is because the 
element of uncertainty surrounding likelihood of settlement − an important component of the 
hypothetical price to transfer a liability in terms of the fair value definition − would not be 
included in the valuation measurement. Credit risk, which is a significant component of non-
performance risk, will vary depending on the nature and term of liabilities (Catty, 2012). 
 
IFRS 13 provides further guidance on the effect of non-performance risk on fair valuation. 
The fair value of a liability in IFRS 13 must take into account the effect of non-performance 
risk. Non-performance risk includes, but may not be restricted to, an entity’s own credit risk. 
For valuation purposes, non-performance risk is assumed to be the same before and after 
the transfer of the liability (IASB, 2011a). 
 
Upon measurement of the fair value of a liability, an entity should consider the effect of its 
credit risk and any other aspects that may impact the likelihood that the obligation will or will 
not be settled. This effect may differ depending on whether it is a financial or non-financial 
liability (IASB, 2011a). 
 
The counterintuitive nature of own credit risk also gives a misleading picture about positive 
or negative performance of an entity (Barth et al., 2008).  The IASB has tried to resolve this 
issue in IFRS 9 by classifying fair value changes arising from own credit risk to other 
comprehensive income (IASB, 2014). When an entity designates a financial liability at fair 
value through profit or loss, certain disclosures are required in line with IFRS 7. These 
include “(i) the amount of change in fair value that is not attributable to changes in market 
conditions giving rise to market risk or (ii) using an alternative method the entity believes 
more faithfully represents the amount of change in its fair value that is attributable to changes 
in credit risk of the liability” (IASB, 2011b, para 9c). In addition, disclosure is required of the 
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difference between the financial liability’s carrying amount and the amount the entity would 
be contractually required to pay at maturity to the holder of the obligation (IASB, 2011b).      
 
Previous research shows that volatility of the net income figure is significantly reduced after 
recognising changes in the fair value of a financial liability at fair value due to changes in 
own credit risk in other comprehensive income instead of in  profit or loss (Wissen van Veen, 
2011). 
 
Classification is important to JSE listed banks as accounting mismatches stemming from 
measuring own debt at fair value could have a misleading effect on performance when the 
ability to settle their debts declines. The effect of own credit risk changes on the values of 
debt and equity is pertinent to the discussion about using fair value accounting for financial 
liabilities. IAS 39 provides for recognition of gains and losses arising from fluctuations in the 
recognised amount of debt. Thus, if debt is recognised at fair value, the indirect effect would 
result in recognising gains / (losses) associated with decreases / (increases) in the fair value 
of debt in profit or loss (Barth et al., 2008). This is misleading to some and has caused 
debate as to financial reporting for liabilities. It is important to note that assets and liabilities 
are accounted for using different conventions. To the extent that recognised decreases in 
debt value are not offset by recognised decreases in asset value, firms with increases in 
credit risk could recognise net gains (Barth et al., 2008). 
 
The imperfections arising from changes in credit risk were deliberated by other authors who 
stressed that fair value accounting leads to counterintuitive and perverse results in instances 
where the non-performance risk of a borrower declines. The issuer of a loan recognises a 
loss in respect of a debt where the likelihood of collection decreases whereas the borrower 
recognises a gain of the same. The risk premium in turn increases to compensate for the 
decline in creditworthiness. The reverse is true when the non-performance risk of a borrower 
improves (Abdel-Khalik, 2011; Milici, McDaniel & Teri, 2011). 
2.12 Fair value hierarchy 
IFRS 13 as published by the IASB (2011a) establishes a fair value grading that classifies 
the inputs to valuation methods used to measure fair value into three levels. This was done 
to increase consistency and comparability in fair value measurements and related 
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disclosures. The fair value hierarchy gives the highest ranking to quoted prices (unadjusted) 
in open markets for same assets or liabilities (Level 1 inputs) and the lowest ranking to 
unobservable inputs (Level 3 inputs) (IASB, 2011a). 
 
The selection of appropriate valuation techniques may be affected by the availability of 
relevant inputs and their relative subjectivity. This could lead to reliability problems in respect 
of the fair statement of financial liabilities (Chea, 2011).  However, the fair value hierarchy 
introduced by IFRS 13 prioritises the inputs to valuation techniques (as opposed to the 
valuation techniques) used to measure fair value (IASB, 2011a). For instance, a fair value 
measurement may be classified under Level 2 or Level 3, depending on the classification of 
the inputs that are significant to the entire measurement (IASB, 2011a). 
 
If an observable (Level 2) input needs an adjustment using an unobservable input and that 
modification results in a considerably higher or lower fair value measurement, the 
consequential measurement would be categorised within Level 3 of the fair value hierarchy 
(IASB, 2011a). For example, if a market participant was to take into account the effect of a 
constraint on the transfer of a financial liability when valuing the price for the financial liability, 
an entity would modify the quoted price to incorporate the effect of that restriction. If that 
quoted price is a Level 2 input and the modification is an unobservable input that is 
substantial to the entire measurement, the measurement would be categorised within Level 
3 of the fair value hierarchy (IASB, 2011a).  
 
There is always a risk of misstatement with fair value due to the subjectivity involved in 
estimations. Although there are challenges with fair value measurement subjectivity, the 
disclosure requirements and fair value hierarchy aim to address this risk by providing users 
with sufficient relevant and reliable information in order to mitigate the risk to some extent 
(Yarnold & Ravlic, 2014). Liabilities are categorised into three fair value hierarchy levels as 
discussed below. 
 
Level 1 inputs 
Level 1 inputs as described by IFRS 13 are quoted prices in open markets for identical or 
alike assets or liabilities that the entity can access at the measurement date (IASB, 2011a). 
The quoted price as mentioned gives the most reliable information about fair value and has 
to be used devoid of adjustments (Cascini & DelFavero, 2011). 
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The emphasis within Level 1 is on determining the appropriate market, which is the primary 
market for the liability or, in the absence of a primary market, the most beneficial market for 
the liability; and whether the entity can enter into a contract for the liability at the price in that 
market at the measurement date (IASB,2011a). For example, in an open exchange market, 
closing prices are both readily accessible and representative of fair value (IASB, 2011a). In 
dealer markets, a dealer would be ready to trade. Normally the price at which the dealer is 
prepared to buy and sell is readily obtainable. Over the counter markets for which prices are 
publicly reported are also dealer markets (IASB, 2011a).  
 
An active market is rarely available for financial liabilities. Level 1 inputs are therefore less 
prevalent in banks, higher proportion of financial liabilities are not categorised under Level 
1 in terms of inputs.  (Ronen, 2012). These categories are discussed below. 
 
Level 2 inputs 
Level 2 inputs are financial assets and liabilities whose values are based on their quoted 
prices in inactive markets or whose values are based on models. However, the inputs to 
those models are observable either directly or indirectly for substantially the full term of the 
asset or liability (Cascini & DelFavero, 2011). In accordance with IFRS 13, Level 2 inputs 
include adjusted quoted prices therefore not included within Level 1, which comprises 
unadjusted quoted prices (Cascini & DelFavero, 2011). IFRS 13 further explains in detail 
how to determine fair value hierarchy:  “If the asset or liability has a specified (contractual) 
term, a Level 2 input must be observable for substantially the full term of the asset or liability” 
(IASB 2011a, para82). Level 2 inputs include quoted prices for similar liabilities in active 
markets, quoted prices for identical or similar liabilities in markets that are not active, income-
based and market-corroborated inputs (Cascini, 2011).  
 
As previously discussed, an adjustment to a Level 2 input that is substantial to the entire 
measurement might result in a fair value measurement categorised within Level 3 of the fair 
value hierarchy if the adjustment uses significant unobservable inputs (IASB, 2011a). As an 
example, the fair value of interest rate swaps can be computed as the present value of 
estimated future cash flows based on observable yield curves. Fair value of forward 
exchange contracts can be determined using observable forward exchange rates at the 
measurement date with the resulting value discounted back to present value (PwC, 2013b). 
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Level 3 inputs 
According to IFRS 13, Level 3 inputs are unobservable inputs for the asset or liability. 
Unobservable inputs are used to measure fair value to the extent that appropriate 
observable inputs are not obtainable, thereby allowing for situations in which there is little, if 
any, market data available for the asset or liability at the measurement date. However, the 
fair value measurement aim remains unchanged, i.e. an exit price at the measurement date 
from the viewpoint of a market participant that holds the asset or owes the liability. Therefore, 
unobservable inputs reflect the suppositions that market participants would use when 
valuing the asset or liability, including assumptions about risk. 
 
When it comes to unobservable inputs, one of the choices that preparers have when it 
comes to reporting fair value for financial liabilities in accordance with the Level 3 fair value 
accounting, is discounted free cash flows ‘DCF’ methods. The problem that has been 
discussed earlier in fair value accounting contained within a Level 3 measurement is that 
the calculations in Level 3 are based on estimates (Ronen, 2012). However, disclosures that 
were introduced by IFRS 13 were intended to reduce the risk for investors and other users 
of financial statements when they are making judgements based on the correct motivation 
of the estimates that preparers use when they are calculating their DCF for valuation of fair 
value of financial liabilities (Yarnold & Ravlic, 2014).  
 
Classifications under Level 3 are, in most instances, extensive when it comes to financial 
liabilities due to the lack of active markets and observable inputs for many liabilities (Yarnold 
& Ravlic, 2014). This gives rise to reliability problems, which are in part mitigated through 
stringent disclosure requirements in IFRS 13 (IASB, 2011a). 
 
In summary, whilst Level 1 valuation methods for financial liabilities are the most precise 
and relevant since they are derived from an active market, Level 2 and Level 3 valuation 
methods are not as reliable. This is because they rely on approximations of other observable 
and unobservable inputs which allow them to become prone to manipulation and bias. This 
is most prevalent for Level 3 valuation techniques. In most cases, Level 2 inputs can be 
seen as a good substitute since they rely upon observable data. However, assumptions of 
reliability should be treated with caution for valuation methods in general due to the inherent 
judgement uncertainty applied (Yarnold & Ravlic, 2014).  
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2.13 Disclosure 
Due to the degree of estimation in Level 2 and 3 measurements for financial liabilities, fair 
value measurement may be manipulated or incorrectly calculated (Chea, 2011). This could 
reduce or undermine reliability of the financial statements for JSE listed banks (Chea, 2011). 
IFRS 13 goes some way in resolving this problem through disclosures meant to give more 
information to the users in respect of the fair value measurements (IASB, 2011a). 
For disclosure purposes, financial liabilities are distinguished between recurring and non-
recurring measurements, where a recurring measurement is one that is required or 
permitted by IFRS at each year-end, whilst on the other hand, a non-recurring measurement 
is one which IFRS requires or permits in particular circumstances (PwC, 2013b). 
For each class of financial liability not measured at fair value (i.e. measured at amortised 
cost), IFRS 7 nevertheless continues to require disclosure of their fair values except in 
circumstances where the carrying amount approximates fair value or where the fair value of 
an instrument cannot be reliably determined. Furthermore, disclosure is required for fair 
value gains or losses that are attributable to credit risk, effectively showing a reconciliation 
of the fair value attributes. IFRS 13 requires additional disclosures about those fair values 
as explored below (PwC, 2013b). 
The fair value hierarchy level at which measurements are categorised i.e. Level 1, 2 or 3, is 
required to be disclosed. A description is required of the fair value techniques and inputs 
used in Level 2 and 3 measurements (IASB, 2011a). Furthermore, various quantitative 
information about inputs is required only for Level 3 measurements, for example, the actual 
discount rate used (IASB, 2011a).  
Fewer disclosures are required for Level 1 measurement because the inputs are available 
in an active market. Therefore it is relatively easy to measure the fair values (Landsman, 
2007). The converse applies to Level 2 and Level 3 measurements which require more 
information due to the subjectivity involved in the input estimations in the absence of an 
active market (Landsman, 2007). Adequate disclosures can provide users of financial 
statements with better understanding of the assumptions underlying estimates and 
uncertainty used in fair value measurement (Chouinard & Youngman, 2008). It is also 
important to note that disclosures for financial liabilities are covered under IFRS 7, which is 
considered in determining the research results. 
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2.14 Conclusion 
Financial instruments are prevalent in the banking sector due to their nature. Prior studies 
show that measurement of financial liabilities at fair values was found to be more prevalent 
in banks than in non-financial sectors. The default treatment is measuring liabilities at 
amortised cost, but fair value is also required in specific circumstances.   
IFRS 13 defines fair value, sets out in a single standard incorporating a framework for 
measuring fair value and establishes disclosures about fair value measurements. The 
standard also establishes fair value hierarchy based on the availability of observable inputs. 
According to IFRS 13, valuation techniques for fair value measurement are used in the 
absence of reliable and observable inputs from the market. Emphasis is on the use of a 
valuation technique which makes maximum use of observable inputs and relies on 
estimated inputs as little as possible. It is important to point out that the absence of reliable 
estimates for the value of a given financial liability raises significant concerns around the 
reliability of financial statements. Fair value can lead to information distortion if measurement 
inputs are inadequate (Chouinard & Youngman, 2008). The introduction of IFRS 13 
contributed to resolving this problem through disclosures meant to give more information to 
users in respect of the fair value measurements. 
Challenges were identified in fair value measurement of debt instruments insofar as the 
income statement effects of credit risk were misleading as users were likely to misinterpret 
fair value gains as positive signals and fair value losses as negative signals. When own 
credit risk deteriorates, a gain is reflected in the profit or loss statement, which could be 
construed as a strong performance indicator. These challenges were addressed by the 
introduction of IFRS 9, where the related gains that result in accounting mismatches are 
reflected in the other comprehensive income rather than profit or loss. Furthermore IFRS 7 
requires disclosures of the change in fair value that is attributable to credit risk. 
 
It was found that decision usefulness is affected by the accuracy of the information used to 
determine the fair value. Availability of reliable information affects the accuracy of 
determining fair value which in turn has an effect on the decision usefulness of the 
information. Fair value is informative but it is affected by measurement error and estimates, 
which could lead to reliability issues around financial statements (Landsman, 2007).   
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Uncertainties around valuation techniques, in particular where there are no Level 1 inputs, 
may affect the relevance and reliability of financial statements, thereby impacting on 
decision usefulness. This problem is addressed by stringent disclosure requirements under 
IFRS 7 and IFRS 13. 
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3. CHAPTER 3 - RESEARCH DESIGN AND METHODOLOGY 
3.1 Introduction 
This chapter outlines the research design, methodology and target sample. A content 
analysis methodology is used to meet the objectives of the research (Mast et al., 2013). The 
purpose of the research is to investigate the relative size of financial liabilities measured at 
fair value and assess the level of compliance with disclosure requirements prescribed by 
IFRS for South African banks listed on the JSE. Disclosure requirements explored are based 
on the requirements of IFRS 13 and IFRS 7. The sample is therefore limited to banks due 
to the fact that information is publicly available as well as the implied significance of fair 
value measurement techniques of liabilities in this sector (Ronen, 2012).  
3.2 Research design and methodology 
Content analysis of annual reports is a technique for gathering data. It involves codifying 
qualitative and quantitative information into pre-defined categories in order to derive patterns 
in the presentation and reporting of information (Guthrie & Abeysekera, 2006).  Krippendorf 
(1989: 403) defines content analysis as follows: “Content analysis is a research technique 
for making replicable and valid inferences from data to their context.” 
  
For content analysis to be effective, certain technical requirements should be met.  First, the 
categories of classification must be clearly and operationally defined, that is, the units of 
analysis (Guthrie & Abeysekera, 2006). The liabilities measured at fair value were thus 
clearly classified according to fair value hierarchy. They were also classified based on the 
measurement fair value hierarchy level disclosed in the financial statements.  Secondly, data 
capturing must be systematic – it must be clear that an item either belongs or does not 
belong to a particular category (Guthrie & Abeysekera, 2006). Data was thus captured in a 
systematic way where information for each bank was clearly separated. The relative size of 
financial liabilities measured using Level 2 and 3 valuation inputs for JSE listed banks was 
determined. Disclosures were compared against IFRS requirements for fair value 
measurement on financial liabilities using a checklist. Finally, content analysis must 
demonstrate some characteristics for reliability and validity (Guthrie & Abeysekera, 2006). 
The study data was based on audited annual financial statements for banks making them 
reliable and valid. 
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The content analysis research strategy includes the use of quantitative methods. According 
to Saunders et al. (2012), quantitative methods are well-suited to a content analysis 
research methodology. The financial liabilities measured at fair value were analysed 
quantitatively to determine the relative size of Level 2 and 3 valuation inputs for measuring 
financial liabilities, whilst fair value measurement disclosures were assessed qualitatively 
for compliance relative to IFRS requirements focusing on IFRS 13 and IFRS 7. 
3.3 Data collection techniques and sampling procedures 
The information was gathered mainly through the analysis of financial liability measurements 
and disclosures in published annual financial statements of banks, information which is 
publicly and readily available due to the listed status of the target population for the study. 
This entailed the analysis of existing data to determine the relative size of Level 2 and Level 
3 measured financial liabilities relative to total financial liabilities. The disclosure was 
measured against IFRS requirements for compliance. The PwC IFRS 7 and 13 disclosure 
checklists were utilised to compare disclosures in financial statements against IFRS 
requirements (PwC, 2013a). The PWC checklist was utilised because it best fitted the 
research objective  of  this limited scope dissertation.  
  
Independent observations and reliable data are common assumptions that are considered 
when evaluating quantitative research (Nimon, 2011). Secondary data was extracted from 
published financial statements for JSE listed banks. Saunders et al. (2012: 304) describe 
secondary data as information that has been collected for another purpose, which can be 
further analysed to provide additional or different knowledge, interpretations and 
conclusions. All banks listed on the JSE were used to achieve the research objective. This 
was based on non-probability purposive sampling (Saunders et al., 2012), covering the 
entire population of listed South African banks.  
3.4 Data analysis 
Data was analysed based on existing principles in IFRS. The financial liabilities that were 
measured at fair value were expressed as a percentage of total liabilities per bank. 
Furthermore, the financial liabilities were compared in quantum between Levels 1, 2 and 3. 
The results were consolidated to show the overall results for the whole sample. As 
previously discussed, disclosure of the information contained in the annual reports of 
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financial liabilities measured at fair value were compared against the requirements of IFRS 
using the PwC IFRS 13 and IFRS 7 disclosure checklists (PwC, 2013a). 
 
The fair value disclosures were analysed for compliance with IFRS. This gave results on the 
information disclosed by JSE listed banks in respect of determining fair value accounting for 
financial liabilities and the level of compliance with IFRS which was used as a guide to the 
disclosure requirements including own credit risk adjustments.  
3.5 Time horizon 
This study can be classified under the cross-sectional time horizon, which is described by 
Saunders et al. (2012) as the study of a particular phenomenon at a particular point in time. 
Content was analysed for the latest available set of year-end financial statements from June 
2016 to March 2017 after IFRS 13 was introduced. IFRS 13 became effective for preparers 
on 1 January 2013, creating an important standard of comparison in the research. Analysing 
only IFRS 13 applicable financial statements ensured consistency and comparability across 
the study sample.   
3.6 Validity and reliability of research 
The research utilises published audited financial statements for JSE listed banks, which 
reflect financial liabilities used and related disclosures. Validity and reliability is create 
through the appropriateness of the analysis of the audited financial statements. 
Comparisons are also drawn in chapter 4 to previous research on the fair value accounting 
of liabilities 
3.7 Ethical issues 
There were no major ethical issues in carrying out this research; the financial statements for 
JSE listed banks are publicly available. The research did not identify the banks thatdid not 
comply with certain disclosure requirements. 
3.8 Limitations 
Data analysis was limited to the information disclosed in the financial statements. 
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3.9 Sample 
The study sample contains all JSE listed banks. The sample and respective year-ends that 
were analysed are shown in Table 3.1 below. 
 
TABLE 3.1: List of banks analysed 
No BANK YEAR END  
1 Absa Bank 31 December 2016 
2 African Bank Limited 30 September 2016 
3 Bidvest Bank Limited - a subsidiary of Bidvest Group  30 June 2016 
4 Capitec Bank Limited 28 February 2017 
5 FirstRand Bank - a subsidiary of First Rand Limited 30 June 2016 
6 Grindrod Limited - bank is part of the Group 31 December 2016 
7 Investec Bank Limited 31 March 2017 
8 Nedbank Limited 31 December 2016 
9 Sasfin Bank Limited - a subsidiary of Sasfin Holdings Limited 30 June 2016 
10 Standard Bank of South Africa 31 December 2016 
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4. CHAPTER 4 - RESULTS AND DATA ANALYSIS 
4.1  Introduction 
In this chapter the research findings are discussed. The focus is on the extent of fair value 
measurement for financial liabilities using measurement techniques applicable to illiquid 
markets. The results also  investigate the disclosures compliance  of measuring financial 
liabilities by banks listed on the JSE. Financial liabilities measured at fair value are analysed 
in aggregate for each bank listed on the JSE and conclusions are drawn in line with the 
objectives of the research.  
4.2  Analysis of liabilities by type 
The liabilities were analysed by nature to give an indication of the type of liabilities carried  
in JSE listed banks. Table 4.1 below provides a summary of the nature of liabilities that are 
prevalent in the context of the South African banking sector. The results show that the most 
significant financial liabilities resulted from deposits from other banks and customers (which 
contributed 82% of total liabilities), followed by 5% and 4% from other long-term loans and 
derivative financial instruments respectively.  
The prevalence of financial liabilities for JSE listed banks relative to non-financial liabilities 
was investigated. This was done by extracting and analysing liability amounts in the latest 
publicly available financial statements. Table 4.1 below shows that non-financial liabilities 
accounted for only 1% of the total liabilities of the South African listed banking sector. The 
importance of this was to show the relevance and significance of financial liabilities to JSE 
listed banks. Those accounted for at fair value were 14% of total liabilities. 
Corroborating the results of the literature review and previous research, financial liabilities 
are significant in JSE listed banks as opposed to non-financial liabilities, which form an 
insignificant portion of total liabilities. 
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TABLE 4.1: Nature of liabilities in JSE listed banks 
 
DESCRIPTION % TOTAL 
LIABILITIES (1) = 
(2) + (3) 
Non-financial 
(2) 
Total financial 
liabilities  
(3) 
Financial 
liabilities at fair 
value 
(4) = (5) + (6) 
Total at fair value 
designated 
(5) 
Held for trading 
(6) 
Amortised cost 
(7) 
Derivative financial instruments 3,56% 138 329 029 000 - 138 329 029 000 138 329 029 000 3 225 668 000 135 103 361 000 - 
Trading portfolio liabilities 1,92% 74 597 000 000 - 74 597 000 000 74 597 000 000 - 74 597 000 000 - 
Repurchase agreements 0,48% 18 745 129 000 - 18 745 129 000 2 798 789 000 - 2 798 789 000 15 946 340 000 
Deposits from customers and other banks 81,6% 3 174 598 446 000 - 3 174 598 446 000 304 974 000 000 227 773 000 000 77 201 000 000 2 869 624 446 000 
Provisions and other liabilities 1,79% 69 692 375 000 20 398 000 000 49 294 375 000 4 989 480 000 3 397 480 000 1 592 000 000 44 304 895 000 
Other long-term debt loans 5,44% 211 581 027 000 - 211 581 027 000 10 686 000 000 10 686 000 000 - 200 895 027 000 
Long-term employee benefits 0,33% 12 796 501 000 12 796 501 000 - - - - - 
Current taxation liabilities 0,13% 5 076 098 000 5 076 098 000 - - - - - 
Deferred taxation liabilities 0,07% 2 867 438 000 2 867 438 000 - - - - - 
Policy holder liabilities 0,01% 542 000 000 542 000 000 - - - - - 
Borrowed funds 0,056% 21 664 713 000 - 21 664 713 000 - - - 21 664 713 000 
Held for sale 0,003% 117 735 000 117 735 000 - - - - - 
Intercompany liabilities 3,2% 124 303 648 000 1 970 000 000 122 333 648 000 7 825 000 000 7 822 000 000 3 000 000 114 508 648 000 
Subordinated liabilities 0,91% 35 544 000 000 - 35 544 000 000 - - - 35 544 000 000 
TOTAL 
 
3 890 455 139 000 43 767 772 000 3 846 687 367 000 544 199 298 000 252 904 148 000 291 295 150 000 3 302 488 069 000 
Percentage 100% 100% 1% 99% 
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FIGURE 4:1 Financial vs non-financial liabilities 
 
 
The research shows that financial liabilities are relevant and significant in the South African 
banking sector for JSE listed banks. 
4.3  Prevalence of fair valuing financial liabilities 
Evidence shows that fair value accounting is more prevalent in financial institutions, 
including banks (Prochazka, 2011).  In relation to this research, this is in line with findings 
of the research as depicted in Table 4.1, which are discussed further below. It should be 
noted that the focus of this research is on financial liabilities measured at fair value. 
The study analysed the total population of financial liabilities in the financial statements of 
South African banks listed on the JSE measured at fair value, to determine the extent of 
financial liabilities measured at fair value. Financial liabilities at fair value include those that 
are designated at fair value or those that are held for trading. This is based on the current 
accounting treatment as defined in IAS 39. The totals were derived by aggregating all 
financial liabilities reflected on statements of financial position, which were gathered from 
publicly available financial statements for JSE listed banks. 
 
 
 
 
99%
1%
Total financial liabilities
Non financial liabilities
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TABLE 4.2: Liabilities at Fair Value 
 
AMOUNT  
DESCRIPTION  R' 000 % 
Financial liabilities at fair value 544 199 298 14% 
Financial liabilities not at fair value 3 302 488 069 86% 
TOTAL FINANCIAL LIABILITIES 3 846 687 367 100% 
 
FIGURE 4.2: Liabilities at Fair Value 
 
Financial liabilities measured at fair value contributed 14% as opposed to 86% for liabilities 
which were not measured at fair value. Of the 14% held at fair value, the results show that 
54% of financial liabilities measured at fair value were held for trading, whereas 46% was 
comprised of those financial liabilities designated at initial recognition. The entire 86% of 
those financial liabilities not measured at fair value was at amortised cost.  
 
These results largely suggest consistency with previous research where United States 
banks had 11% of their liabilities measured at fair value. Of the 11%, the majority also related 
to trading and derivative liabilities, accounting for 58% of liabilities measured at fair value 
(United States Securities Exchange Commission, 2008). In a separate study, the United 
States Securities Exchange Commission (2008), found that liabilities measured at fair value 
accounted for 15% of total liabilities for various financial service industries. Industries 
compared included broker-dealers, banks, insurance, credit institutions and government-
sponsored enterprises. Broker-dealers had the highest percentage of liabilities measured at 
fair value (35%), followed by banks (11%). Insurance companies had 5% of their liabilities 
14%
86%
Financial liabilities at fair
value
Financial liabilities not at
fair value
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at fair value and credit institutions and Government Sponsored Enterprises (GSEs) had 1% 
and 2% liabilities at fair value respectively.  
 
In the Canadian banking sector, the liabilities measured at fair value are seemingly much 
higher in comparison with the South African environment, where 36% of financial liabilities 
were measured at fair value (Chouinard & Youngman, 2008). The JSE listed banks had 14% 
of liabilities measured at fair value in comparison with 36% for Canadian banks.  
4.4 Overall fair value hierarchy measurement level inputs 
The liabilities measured at fair value were further analysed by fair value hierarchy level 
inputs. The objective was to determine the significance of financial liabilities where market 
prices are adjusted or inputs are not observable (Levels 2 and 3) relative to those with prices 
readily available in active markets (Level 1). Data was extracted from notes to the financial 
statements of JSE listed banks. The information was captured and analysed in a 
spreadsheet. The results are shown in Table 4.3 below. 
 
Table 4.3: Fair Value Hierarchy by Bank 
 
 ‘R 000         FAIR VALUE 
HIERARCHY 
CATEGORY % 
 BANK  TOTAL 
LIABILITIES 
TOTAL 
FINANCIAL 
LIABILITIES 
TOTAL 
LIABILITIES 
MEASURED 
AT FAIR 
VALUE 
FV % Level 
1 
inputs 
Level 
2 
inputs 
Level 
3 
inputs 
 Capitec  42 432 723 42 432 723 22 128 0,052% 0% 100% 0% 
 Nedbank  697 464 000 694 140 000 135 059 000 19% 1% 99% 0% 
 ABSA  755 135 000 749 783 000 91 262 000 12% 3% 90% 6% 
 African Bank  55 904 000 55 820 000 538 000 1% 49% 51% 0% 
 Bidvest  2 659 956 2 462 592 8 361 0% 0% 100% 0% 
 First Rand  960 662 000 937 715 000 166 064 000 18% 5% 94% 1% 
 Grindrod  15 319 539 14 922 615 88 540 1% 0% 100% 0% 
 Investec  302 718 000 299 240 000 35 837 000 12% 2% 98% 0% 
 Sasfin  9 427 921 9 322 437 1 700 269 18% 97% 3% 0% 
 Standard Bank  1 048 732 000 1 040 849 000 113 620 000 11% 1% 92% 7% 
 Total amount  3 890 455 139 3 846 687 367 544 199 298 14% 3% 94% 3% 
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As depicted in Table 4.3 above, the research revealed that Level 2 and 3 inputs contributed 
a combined 97% of fair value measurements for financial liabilities. The remaining 3% 
related to Level 1 inputs. Therefore, most of the financial liabilities measured at fair value 
required measurement estimates and adjustments (not based on quoted prices). This was 
evidenced by the insignificant financial liabilities classified under Level 1 input of the fair 
value hierarchy. This is relatively consistent with research done by the United States 
Securities and Exchange Commission (2008), where 11% of liabilities had quoted prices as 
opposed to Level 2 and 3 inputs which represented 89%, indicating that a significant extent 
of financial liabilities at fair value are from valuations obtained other than through quoted 
prices. 
 
FIGURE 4.3: Fair Value Hierarchy 
 
 
Fair value hierarchy inputs were analysed further by each bank listed on the JSE. This 
determined the significance of fair value inputs without quoted (unadjusted) prices for each 
bank. According to the results of the research, Level 1 measurement techniques were 
seldom used and three banks had no instances of Level 1 measurement. Level 1 
measurement techniques were mainly prevalent under derivative financial instruments and 
trading portfolio liabilities due to availability of quoted prices in the market. Only two relatively 
small banks had a significant portion of financial liabilities measured under Level 1, 
contributing 49% and 97% respectively. The other banks had relatively insignificant liabilities 
under Level 1 inputs, ranging from 5% and below. This is because market prices are not 
3%
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available for most liabilities. This is consistent with the results which show an insignificant 
portion of financial liabilities measured under Level 1 inputs. 
 
The research revealed that the significant portion of fair value measurement for financial 
liabilities was done under Level 2 measurement techniques. All banks had Level 2 
measurement techniques of financial liabilities measured at fair value. Eight out of the ten 
banks had at least 90% of their liabilities measured at fair value classified under Level 2 
inputs. This is in line with previous research which demonstrated Level 2 instruments as the 
most significant (United States Securities and Exchange Commission, 2008). 
Conclusion 
Of the fair value measurements for the ten banks analysed, only three had financial liabilities 
measured at fair value under Level 3 inputs. Standard bank had the largest proportion of 
financial liabilities measured under Level 3 inputs, at 7%. Of this, the majority related to 
derivative financial liabilities and trading portfolio liabilities. ABSA’s portion of its financial 
liabilities measured under Level 3 inputs stood at 6%, which significantly consisted of 
deposits. First Rand only had 1% of its liabilities under Level 3 input fair value measurement, 
the bulk also consisted of deposits. This is consistent with previous research in financial 
markets for Canada and United States of America which found Level 3 inputs to be relatively 
insignificant.  
4.5  Disclosure compliance 
The research investigated compliance with disclosures adopted in reporting fair value of 
financial liabilities. In line with the requirements of IFRS 13, disclosures were analysed to 
identify compliance and the ability of banks to disclose valuation estimation inputs and 
processes to the users. Compliance of banks with IFRS 7 disclosure requirements for own 
credit risk and other requirements was also analysed. 
 
The disclosures were extracted from notes to the financial statements for JSE listed banks 
and tested for compliance through the PwC IFRS 13 and IFRS 7 disclosure checklists. The 
results are depicted in Table 4.4 below. The detailed disclosure checklist is attached in 
Annexure A. Financial statements for all ten JSE listed banks were analysed for compliance 
with IFRS 13 and IFRS 7 (own credit risk) disclosure requirements. The results as indicated 
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in Table 4.4 show “Yes” for compliance, “No” for non-compliance and “N/A” where the 
requirement was not applicable to a bank. 
With regard to Level 2 inputs relating to the disclosure requirements surrounding valuation 
techniques and inputs, these are critical for users to understand fair value. This is especially 
so, given the fact that Level 2 inputs are based on information which is available in active 
markets about identical or similar assets and liabilities which are adjusted to meet the market 
valuation requirements of an entity. They differ from Level 1 inputs insofar as the quoted 
prices under Level 1 are not adjusted (Green, 2015). 
Furthermore, disclosures on Level 3 inputs are more onerous in quantum than Levels 1 and 
2. This is because the inputs are not available in active markets and the valuation process 
requires a higher degree of estimation (Green, 2015). Level 2 and 3 inputs both require 
adjustment and estimation, however, the degree of estimation is what differs. Disclosure for 
valuation methodologies is useful for users to understand the underlying assumptions used. 
The quantitative inputs are important for users of financial statements including amongst 
other things determining the reliability of the financial statement area. Non-disclosure would 
limit relevant information for users to understand the valuation inputs. 
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TABLE 4.4: Compliance with IFRS 13 Disclosure Requirements 
  DISCLOSURE REQUIREMENT   Total banks 
analysed 
Yes No N/A 
    Complied 
A Fair value at reporting date   10 10 - - 
B Fair value hierarchy level   10 10 - - 
C Transfers between Levels 1 and 
2 
  10 2 - 8 
D For fair value measurements 
categorised within Level 2 and 3 
of the fair value hierarchy, A 
description of valuation 
technique(s) and inputs used in 
fair value measurement. 
  10 8 2 - 
E For fair value measurements 
categorised within Level 3 of the 
fair value hierarchy, provide 
quantitative information about 
the significant unobservable 
inputs used in the fair value 
measurement. 
  10 1 2 7 
F For recurring fair value 
measurements categorised 
within Level 3 of the fair value 
hierarchy, a reconciliation from 
the opening to closing balances, 
disclosing separately changes 
during the period attributable.  
  10 3 - 7 
G For recurring fair value 
measurements within Level 3 of 
the fair value hierarchy, the 
amount of the total gains or 
losses for the period. 
  10 3 - 7 
H For Level 3 of the fair value 
hierarchy, a description of the 
valuation processes used by the 
entity. 
  10 3 - 7 
I Sensitivity analysis disclosures.  10 3 - 7 
J Determine appropriate classes of 
assets and liabilities.  
  10 10  - 
K Disclose and consistently follow 
the entity’s policy for transfers 
between levels of the fair value 
hierarchy.  
  10 6 - 4 
 
Overall, the level of compliance with IFRS 13 disclosure requirements amongst the banks 
was high, with some minor exceptions. Specifically, IFRS 13 paragraph 93 (d) requires that, 
for fair value measurements categorised within Level 2 and 3 of the fair value hierarchy, a 
description of valuation technique(s) and inputs used in fair value measurement be 
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disclosed. There were two banks (20% of sample) which did not comply with this 
requirement. These banks did, however, comply with all the other disclosure requirements. 
The financial liabilities measured at fair value for these two banks were categorised into 
Level 2 of the fair value hierarchy.  
Three banks had liabilities measured at fair value under Level 3 category of the fair value 
measurement hierarchy. IFRS 13 paragraph 93 includes a requirement for fair value 
measurements categorised within Level 3 of the fair value hierarchy to provide quantitative 
information about the significant unobservable inputs used in the fair value measurement. 
Two out of three banks (20% of the sample and 67% of banks carrying level 3 liabilities) did 
not include the disclosure in their respective financial statements, and were thus non-
compliant. The disclosures included were qualitative in nature and the quantitative aspect 
was omitted. In all other cases, except for the two instances described above. 
The fair value disclosures in IFRS 7 were also analysed. The results are given in Table 4.5 
below. 
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TABLE 4.5: Compliance with IFRS 7 Disclosure Requirements 
            COMPLY 
Reference Presentation/disclosure requirement Total 
Banks  
  
 
YES 
 
 
NO 
 
 
N/
A 
  Statement of financial position      
  Categories of financial liabilities     
IFRS 
7:8(e) 
e)      financial liabilities at fair value through profit or loss, showing 
separately: 
    
  i)        those designated as such upon initial recognition; and 10 6 0 4 
  ii)       those classified as held for trading in accordance with IAS 39; and 10 7 0 3 
IFRS 
7:8(f) 
f)       financial liabilities measured at amortised cost. 10 10 0 10 
  Financial liabilities at fair value through profit or loss      
  If yes:  
  It shall disclose: 
IFRS 
7:10(a) 
a)      the amount of change, during the period and cumulatively, in the fair 
value of the financial liability that is attributable to changes in the credit risk 
of that liability determined either: 
    
  i)        as the amount of change in its fair value that is not attributable to 
changes in market conditions that give rise to market risk (see also 
paragraph B4 of IFRS 7); or 
10 6 0 4 
  ii)       using an alternative method, the entity believes more faithfully 
represents the amount of change in its fair value that is attributable to 
changes in the credit risk of the liability; and 
10 0 0 10 
IFRS 
7:10(b) 
b)      the difference between the financial liability’s carrying amount and the 
amount the entity would be contractually required to pay at maturity to the 
holder of the obligation. 
10 7 0    3 
  The entity shall disclose:      
IFRS 
7:11(a) 
a)      the methods used to comply with the requirements in paragraphs 9(c) 
and 10(a) of IFRS 7; and 
10 7 0 3 
      
IFRS 
7:11(b) 
b) Changes in fair value attributable to credit risk 10 0 0 10 
IFRS 
7:20(a) 
a)      net gains or net losses on:      
  i)        financial assets or financial liabilities at fair value through profit or loss,  10 7 0 3 
  Other disclosures     
  Fair value     
IFRS 7:25 Except as set out in paragraph 29 of IFRS 7 (see below), for each class of 
financial assets and financial liabilities, the entity shall disclose the fair value 
of that class of assets and liabilities in a way that permits it to be compared 
with its carrying amount. 
10 7 0 3 
 
All the banks (100%) analysed complied with the requirements of IFRS 7, showing a good 
understanding of the principles to ensure that useful financial statements are presented to 
the users. 
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4.6  Conclusion 
The results focus on the extend of fair valuing financial liabilities and disclosure compliance 
with IFRS 7 and IFRS 13. The research revealed the extent of financial liabilities measured 
at fair value in the financial statements of South African banks listed on the JSE. The results 
indicated that the banks had predominantly financial liabilities in line with previous literature 
(Prochazka, 2011). Financial liabilities contributed 99% against an insignificant 1% for non-
financial liabilities.  
 
Prevalence of fair valuing liabilities was a core variable in the relevance of the research. 
Previous research indicated a rate of 11% and 36% in United States and Canadian banks 
respectively. It was found that 14% of the financial liabilities were measured at fair value in 
the JSE banking sector, which is a qualitatively significant portion given the estimation 
challenges around liabilities (Chouinard & Youngman, 2008). 
The research is relevant to investors and other users of financial statements given that 14% 
of liabilities were found to be measured at fair value. This was, however, predominantly in 
Level 2 of the fair value measurement hierarchy which requires adjustments to observable 
inputs to meet entity-specific valuation. Where Level 3 inputs were utilised, onerous 
disclosures of IFRS 13 were adhered to in most cases. Overall, 97% of financial liabilities 
were found to be subject to adjustment and estimation (Levels 2 and 3). Level 1 inputs were 
rarely used due to the fact that it is rare to find liabilities that are traded on the open market. 
Recommendations and conclusions are made in the next chapter. 
 
Disclosure requirements under IFRS 13 were largely complied with by banks. There were a 
few exceptions, where some banks did not comply with disclosure requirements. Two banks 
failed to disclose quantitative inputs where a Level 3 valuation hierarchy was utilised. Only 
the quantitative aspect was disclosed. Two other banks did not disclose the description of 
valuation techniques and inputs used in fair value measurement under Level 2 and 3 
measurement hierarchies. All banks complied with the disclosure requirements in IFRS 7. 
 
The research contributes significantly to fair value accounting for liabilities in the South 
African context as this research has not previously been done from a South African 
perspective. Analysis of related disclosures also gives a perspective on how prepares assist 
users to understand the application of fair value to financial liabilities.  
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5. CHAPTER 5 - CONCLUSION AND RECOMMENDATIONS 
5.1  Introduction 
In this limited scope dissertation, the financial statements of JSE listed banks were analysed 
to determine the relative size (extent) of fair value accounting applied to financial liabilities 
in the financial statements where adjustment and estimation are required (i.e. Level 2 and 3 
inputs). Previous literature was also reviewed to form a theoretical base to the research 
problem. The focus was on financial liabilities where there is judgement and estimation of 
inputs required because this can lead to reliability limitations due to the higher degree of 
subjectivity involved in the estimation process.  
 
In line with the requirements of IFRS 13, disclosures were analysed to identify compliance 
and the ability of banks to disclose valuation estimation inputs and processes to the users. 
Furthermore, disclosures were analysed to identify compliance and the ability of banks to 
disclose IFRS 7 requirements, which cover categories of financial liabilities, financial 
liabilities at fair value through profit or loss and other fair value disclosures. 
 
This research will be useful to investors and other users placing reliance on financial 
statements as it sheds light on the prevalence of financial liabilities categorised under Level 
2 and 3 input hierarchies, which may lead to reliability issues arising from a varying degree 
of estimation.  
 
The chapter outlines research areas which could be explored by other researchers. 
Conclusions are drawn on the overall research, detailing the author’s views using the 
research findings in Chapter 4 as a base.  
5.2  Literature review 
Existing literature and IFRS on fair value accounting for financial liabilities were reviewed. 
The literature review based on international research revealed the extent of financial 
liabilities measured at fair value. There was also emphasis on the challenges in the fair value 
measurement for liabilities. The accounting requirements were reviewed based on IFRS.   
Previous studies have been conducted in the United States and Canada on the 
measurement of financial liabilities at fair value. These revealed that fair value measurement 
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for financial liabilities is more applicable to financial institutions than to other industries. An 
increasing trend in the measurement of financial liabilities at fair value was also evident. 
There was no prior research in South Africa on the subject, therefore making this a useful 
research area. 
According to the requirements of IAS 39, the default measurement for financial liabilities is 
at amortised cost, however, fair value is elected in certain circumstances. In most instances, 
fair value is equal to the transaction value. Examples of financial liabilities measured at fair 
value given are derivative financial instruments and trading portfolio liabilities. 
The transition from IAS 39 to IFRS 9 did not result in many changes in respect of 
measurement of financial liabilities. The measurement requirements for financial liabilities 
were transferred from IAS 39 into IFRS 9 with the exception of fair value measurement that 
is included in IFRS 13. Due to the fact that if own credit risk deteriorates an entity recognises 
gains on the fair value of the liability, this was seen as misleading. Users of financial 
statements could interpret the deterioration as a positive sign of performance, yet the 
opposite may be true. The IASB sought to resolve the issue by reflecting the related gains 
or losses in other comprehensive income rather than profit or loss. 
IFRS 13 was introduced by the IASB in 2013; it sets out a single framework for fair value 
measurements and related disclosures. It does not prescribe measurement requirements 
over and above what already exists in other standards. IFRS 13 also establishes a fair value 
hierarchy based on the availability of observable inputs. Level 1 is based on unadjusted 
quoted prices, Level 2 is based on adjusted quoted prices and Level 3 is based on inputs 
that are not observable. 
Many authors highlight the problem of the reliability of fair value measurements where there 
are no observable inputs. This can expose financial statements to manipulation for personal 
advantage by preparers because the inputs used to value the financial liabilities are not 
available on the open market. IFRS 13 strives to overcome the uncertainty of estimating fair 
value through disclosure requirements which are meant to give the users of financial 
statements more information about the inputs used in fair value measurement. 
5.3 Research methodology 
The objectives of the study were to determine the prevalence of liabilities measured at fair 
value and the level of disclosure compliance in South African banks. In particular, the focus 
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was on financial liability fair value estimations because this can lead to reliability limitations 
due to the high degree of subjectivity involved in the estimation process. 
 
A research methodology was formulated to achieve this objective. This included a content 
analysis of the financial statements of banks to identify and analyse financial liabilities 
measured at fair value as well as a quantitative analysis of the findings. Furthermore, the 
study sought to determine the level of compliance with IFRS 13 and IFRS 7 requirements 
by banks. PwC IFRS 13 and IFRS 7 disclosure checklists were used to assess the level of 
disclosure compliance. 
5.4  Content analysis results 
It was found that liabilities which are accounted at fair value in JSE listed banks are relevant 
to the South African context, given that they comprise 14% of the total financial liabilities. 
Financial liabilities classified under Level 1 of the fair value hierarchy were insignificant, 
contributing only 3% of the total balance. The majority of the financial liabilities measured at 
fair value therefore required some estimation. Analysis revealed that 54% of financial 
liabilities measured at fair value were held for trading, whereas 46% consisted of financial 
liabilities designated at initial inception.  
 
Disclosure requirements were generally well complied with by all the banks. There were a 
few non-compliance exceptions that were noted. Two banks did not include disclosure of 
quantitative inputs to the valuation method as required by IFRS 13 for financial liabilities 
measured under the Level 3 fair value hierarchy. However, they did comply with all other 
disclosure requirements. A further two banks did not disclose a description of valuation 
methods and input for financial liabilities measured under Level 2 and 3 of the fair value 
hierarchy. This is contrary to the requirements of IFRS 13.  All banks complied with IFRS 7 
disclosure requirements for financial liabilities. 
5.5  Recommendations 
Conclusions from the results suggest that there is an opportunity to enhance the usefulness 
of financial statements, in particular for Level 2 disclosures for financial liabilities. IFRS 13 
currently does not require quantitative disclosures of the inputs used to arrive at these 
valuations. This is mainly because the inputs are considered to be observable. However, 
due to the unique nature of liabilities, where the value at which they could be transferred is 
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difficult to determine, quantitative disclosures would be more informative. The adjustment 
assumptions, if disclosed, would enhance the usefulness and reliability of financial 
statements.  
5.6 Future research 
There is scope for future research on fair value accounting for liabilities. The prevalence in 
the South African market can be extended to other financial services sectors including 
insurance and investment.  
A further analysis could be conducted of how the application of the current valuation 
methodologies affects investors and other users of financial statements and whether they 
find the financial statements useful. This would be a valuable addition to the accounting 
industry. 
IFRS 13 only became effective for financial periods beginning on or after 1 January 2013, 
therefore trend analysis of the significance of applying fair value measurements to liabilities 
in the future would form a worthwhile research topic. An increase in trends may pose unique 
challenges which should be investigated. 
5.7  Conclusion 
The conclusion covers the critical research questions that were raised. The results focus on 
the extend of fair valuing financial liabilities and disclosure compliance with IFRS 7 and IFRS 
13. The research contributes significantly to fair value accounting for liabilities in the South 
African context as this has not been previously researched. Analysis of disclosures also 
gives a perspective on how the prepares assist users to understand the fair value disclosure 
of financial liabilities. Fair value of financial liabilities is relevant and significant in the banking 
sector. This was observed predominantly where judgement and estimation are required. 
Judgement was found to be significant for liabilities measured at fair value on JSE listed 
banks, given that only 3% were measured based on quoted prices.  Therefore, the Level 1 
fair value hierarchy measurement category was less significant. This is due to the fact that 
liabilities are rarely traded on the open market, hence the non-availability of quoted prices. 
It is clear that JSE listed banks find Level 2 inputs available for financial liability fair value 
measurement. There is generally a high level of compliance with IFRS 13 disclosures 
amongst the observed sample. Currently disclosure requirements are more onerous for 
Level 3 inputs due to significant unobservable inputs. These were found to be appropriate 
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and generally complied with by JSE listed banks. More disclosure on the Level 2 inputs will 
also enhance usefulness of the measurement methodologies. Compliance with the related 
IFRS 7 disclosures was found to be high. 
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ANNEXURE A 
  
 DISCLOSURE 
REQUIREMENT 
  Bank 1 Bank 2 Bank 3 Bank 4 Bank 5 Bank 6 Bank 7 Bank 8 Bank 9 Bank 10 
 
1 
            
IFRS 13 para (a) Fair value at 
reporting date 
  Y Y Y Y Y Y Y Y Y Y 
93 (a)-(i) 
 
                        
 
(b) Fair value hierarchy 
level 
  Y Y Y Y Y Y Y Y Y Y 
  
i.e Level 1, 2 or 3                       
  
                        
 
(c) Transfers between 
Level 1 and 2 
  Y N/A N/A N/A Y N/A N/A N/A N/A N/A 
  
(Including reasons for 
the transfer and the 
entity's transfer policy) 
                      
  
                        
  
For fair value 
measurements 
categorised within 
Level 2 and 3 of the 
fair value hierarchy, 
A description of 
valuation 
technique(s) and 
inputs used in fair 
value measurement.  
                      
 
(d)   Y Y N Y Y N Y Y Y Y 
  
If there has been a 
change in valuation 
technique, disclose 
the change and 
reasons for making it.  
  N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 
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For fair value 
measurements 
categorised within 
Level 3 of the fair 
value hierarchy, 
provide quantitative 
information about the 
significant 
unobservable inputs 
used in the fair value 
measurement. 
  Y N/A N/A N/A N N/A N/A N/A N/A N 
  
                        
 
(e) For recurring fair 
value 
measurements 
categorised within 
Level 3 of the fair 
value hierarchy, a 
reconciliation from 
the opening to 
closing balances, 
disclosing 
separately changes 
during the period 
attributable to the 
following: 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
  
                        
 
(i) Total gains or losses 
for the period 
recognised in profit or 
loss, and the line 
item(s) in profit or loss 
in which those gains 
or losses are 
recognised. 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
 45 
 
 
(ii) Total gains or losses 
for the period 
recognised in other 
comprehensive 
income, and the line 
items(s) in other 
comprehensive 
income in which those 
gains or losses are 
recognised. 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
 
(iii) Purchases, sales, 
issues and 
settlements (each of 
those types of 
changes disclosed 
separately). 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
 
(iv) the amounts of any 
transfers into or out of 
Level 3 of the fair 
value hierarchy, the 
reasons for those 
transfers and entity's 
own policy for 
determining when 
transfers between 
levels are deemed to 
have occurred (Per 
IFRS 13 para 95). 
Transfers into Level 3 
are disclosed and 
discussed separately 
from transfers out of 
Level 3. 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
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(f)  For recurring fair 
value 
measurements 
within Level 3 of the 
fair value hierarchy, 
the amount of the 
total gains or losses 
for the period in e(i) 
included in profit or 
loss that is 
attributable to the 
change in 
unrealised gains or 
losses relating to 
those assets and 
liabilities held at the 
end of the reporting 
period, and the line 
item(s) in profit or 
loss in which those 
unrealised gains or 
losses are 
recognised. 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
  
                        
 
(g) For fair value 
measurements 
categorised within 
Level 3 of the fair 
value hierarchy, a 
description of the 
valuation processes 
used by the entity;  
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
  
                        
 
(h) For recurring fair 
value 
measurements 
categorised within 
Level 3 of the fair 
value hierarchy 
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(i) A narrative 
description of the 
sensitivity of the fair 
value measurement to 
changes in 
unobservable inputs if 
a change in those 
inputs to a different 
amount might result in 
a significantly higher 
or lower fair value 
measurement. 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
  
To comply with the 
disclosure 
requirements, the 
narrative description 
of the sensitivity 
changes in 
unobservable inputs 
includes at a 
minimum, the 
unobservable inputs 
when complying with 
(d); and 
  Y N/A N/A N/A Y N/A N/A N/A N/A Y 
  
Level 3 sensitivity to 
changes in 
unobservable inputs 
                      
  
(Quantitative for 
financial 
instruments) 
                      
  
                        
IFRS 13P 
94(a), (b) 
2 Determine 
appropriate classes 
of assets and 
liabilities on the 
basis of the 
following: 
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(a) the nature, 
characteristics and 
risks of the asset or 
liability; and 
  Y Y Y Y Y Y Y Y Y Y 
 
(b) the level of the fair 
value hierarchy within 
which the fair value 
measurement is 
categorised. 
  Y Y Y Y Y Y Y Y Y Y 
IFRS13p95 
(a)-(c) 
4                         
  
Disclose and 
consistently follow 
the entity’s policy 
for determining 
when transfers 
between levels of 
the fair value 
hierarchy are 
deemed to have 
occurred in 
accordance with 
IFRS 13 para 93(c) 
and (e)(iv). The 
policy about the 
timing of 
recognising 
transfers is the 
same for transfers 
into the levels as for 
transfers out of the 
levels. 
  Y N/A N/A N/A Y N/A Y Y Y Y 
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